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“The best minds are not in government.
If any were, business would hire them
away.”

. Ronal d Reagan

STOCK MARKET TI M NG UPDATE DJI A1 9040. 95 S & P 500: 982.31

Al t hough estimating the potential size of a cyclical bull market within a secul ar
bear negatrend is a difficult task, we do have historical data fromthe |ast ful
secul ar bear market that could prove hel pful in establishing a range of expectations
going forward. There is no question that nmany | ong—term stock market investors were
not rewarded for the risk of being in the market during the secul ar bear negatrend
bet ween February 9, 1966 and August 12, 1982.

During that 16 year period, the Dow Jones Industrial Average declined 22% ex-
cl udi ng dividends, and the Standard and Poor’'s 500 | ndex was essentially flat at the
end of the period, excluding dividends. Ri sk—free returns on treasury bills were ex-
cel l ent when conpared to the risky proposition of investing during the prol onged
secul ar bear nmegatrend. While it is true that many | ong—terminvestors cane away from
the 19661982 period with investnent returns that conpared poorly with those avail -
able in risk—free treasury bills, there were several opportunities to earn generous
stock market rewards.

Overall, the market experienced four cyclical bull markets within the 1966—1982
period. Each of these provided excell ent nmoney—mki ng potenti al

1966—1982

CYCLI CAL BULL MARKETS DJI A % ADVANCE LENGTH
Oct ober 7, 1966 744. 32

to December 3, 1968 985. 21 + 32. 4% 26 nont hs
May 26 , 1970 631. 16

to January 11, 1973 1051. 70 + 66.6% 32 nont hs
Decenber 6, 1974 577. 60

to Sept enber 21, 1976 1014.79 + 75. 7% 21 nont hs
February 28, 1978 742.12

to April 27, 1981 1024. 05 + 38.0% 38 nont hs

During each of the four cyclical bull nmarkets |isted above, the Dow Jones I|ndus-
trial Average returned to the area of the prior secular bull nmarket peak of 995. 15,
recorded on February 9, 1966. The first cyclical bull market brought the DIJIA within
1% of the 1966 peak. The second cyclical bull market saw the DJI A exceed the 1966
peak by 5.7% It then collapsed into Decenber of 1974 in a brutal 45%cyclical bear
mar ket. The third cyclical bull market exceeded the 1966 peak by only 2% before re-
versing downward. The fourth cyclical bull market exceeded the 1966 peak by only 3%
before rolling back down into another cyclical bear market. The wi dely preached
phi | osophy of “buy—and—hold investing” failed m serably between 1966 and m d—982.

Conti nued on page 2..



STOCK MARKET TI M NG UPDATE (continued from page 1)

The fourth cyclical bull market, which ended April 27, 1981 at DJI A 1024. 05,
was followed by the final cyclical bear market of the secular negatrend. The fina
closing | ow was recorded August 12, 1982 at DJIA 777. This cyclical bear nmarket |ow
coincided with the final |ow of the 1966—1982 secul ar bear negatrend.

Al though it is true that investors can adopt a buy—and—hold i nvestnent strategy
during secul ar bull negatrends such as 19201929, 19491966, and 1982-1999, this
approach does not produce good results during secul ar bear negatrends such as 1929—
1949 and 1966-—1982. During such difficult stock market periods, cash reserves held
during cyclical bear markets allow investors to take advantage of cyclical bul
mar ket opportunities that occur within the overall unfavorable secular trend.

Since the overall market nmakes no material net progress above the prior secul ar
bul | market peak in a secul ar bear market, cash reserves can serve to cushion the
downsi de risk during the nost unfavorable periods. Currently, the prior secular bul
mar ket peak for the Standard and Poor’s 500 | ndex stands at 1527.46 on March 24,
2000. There have not been any challenges to this peak price |evel since Year 2000.

Ideal Iy, stock market cash reserves held during cyclical bear markets can be
reinvested during cyclical bull markets in order to generate positive returns. As
i ndi cated on page one, the 1966—1982 secul ar bear megatrend contai ned four separate
cyclical bull market opportunities. The gains ranged from 32.4%to 75.7% for an
average gain of 53.2% Each cyclical bull market had sone staying power, wth dura-
tions ranging from21 nonths to 38 nonths, for an average |ength of 29 nonths.

We believe that the U S. stock market entered into a new secul ar bear market
nmegat rend based on the March 24, 2000 Standard and Poor’s 500 |Index close of 1527.46.
If past history is any guide, investors will have to wait a very long tine before
they see that |evel materially exceeded. However, a series of cyclical bear narkets
and cyclical bull markets appears inevitable within the secular bear nmarket nega—
trend. Long—terminvestors are likely to experience frustration with the back and
forth market activity that we anticipate over a period of many years.

In our view, chasing rallies within a secular bear megatrend is risky business.
As a result, we prefer to identify stock nmarket price levels that represent |ow—+isk
buyi ng opportunities. Marketinmer did this on March 11, when we reconmended reinvest-
ing all stock nmarket cash reserves when the Standard and Poor’s 500 |Index was trading
near the 800 |evel. Although the nmarket renmined close to the area of the |lows for
several days, a nmpjor rally commenced shortly thereafter, carrying prices sharply
hi gher in the weeks that followed.

Those addi ng new noney to the stock market at current |evels nmust accept the
| ower potential returns that are inevitable when conpared to the returns avail abl e
fromthe Standard and Poor’s 500 Index 800 level. At the same tine, those addi ng new
noney to the market at current |evels nust recogni ze the increased risk that is
present in the event further retracenent of the recent rally occurs. For this reason
personal risk tolerance should play a role in any decision to add new noney to the
mar ket while prices remain sharply above the March lows. This is especially true
given the fact that our stock narket sentinment gauges indicate a high |evel of in-
vestor conplacency is present on the heels of the spectacular spring rally.

We continue to view any further testing and probing near the area of the bear
mar ket | ows bel ow the Standard and Poor’s 500 Index 810 |l evel as an additional buy-
i ng opportunity in the event such weakness devel ops. W are not enthusiastic about
i nvesting new noney into the market during periods of strength, although a gradua
dol | ar—eost —aver agi ng approach is acceptable for those with a tolerance for further
stock market volatility.



FEDERAL RESERVE POLI CY UPDATE

The June Federal Open Market Committee neeting ended with the announcement that
a decision was reached to reduce the federal funds rate by 0.25% to a 45—year | ow of
1.00% This sensitive short—termrate has now been reduced from 6.50% in January of
2001. The Federal Reserve renmmins conmtted to keeping interest rates |ow at |east
until a sustained econonic recovery devel ops.

The Federal Reserve policy of nonetary ease is part of a broad governnent effort
aimed at stinmulating econonmic growh |eading into the 2004 general election. This
program i ncludes the | atest tax reduction package, which we estimate will provide
close to $70 billion in stinulus this year and another $50 billion next year. In
addition, the U S. Treasury has adopted a |laissez faire policy with regard to the
dollar, and is clearly willing to allow dollar weakness in an effort to support the
U. S. export account.

Monetary grow h remains strong as the Fed' s relentless effort to punp up the
noney supply continues. The nonetary base now shows real year—ever—year growh of
4.4% up from4.3% 1l ast nonth. The narrowy defined M1 noney supply, which consists
primarily of currency in circulation and demand deposits, posted year—ever—year real
growh of 5% up from4.7% 1l ast nonth. The nore broadly defined M2 aggregate shows
year—ever—year real growh of 6.3% up from®6.2% | ast nonth.

The Federal Reserve is doing its job in an effort to support future econom c
growh and to avoid the potential negative inplications of deflation.

Latest Monthly Data

($ billions) Y-OY Real Y-O Y*
June 2003 June 2002 Changes Changes
Monet ary Base $ 718.9 $ 675.2 + 6.5% + 4. 4%
M $ 1,260.2 $ 1,176.6 + 7.1% + 5. 0%
M2 $ 6,021.4 $ 5,553.4 + 8. 4% + 6.3%

* Real changes year —ever—year, adjusted for consuner price index increase of 2.1%for the 12-nonth
period through May 31, 2003.

MARKET! MER MODEL PORTFCLI O PERFORMANCE UPDATE

Al t hough recent years have been anpobng the nost challenging in stock market history,
the Marketi nmer nodel portfolios have regi stered favorable results when conpared to the
W | shire 5000 Index of all U'S. stocks. Here are the results for each nodel portfolio
as published in Marketinmer over the past ten years through June 30, 2003:

Total Return Mbdel | Model 11 Model 111* Activel/Passive W shire 5000**
10—years to

6—30—2003 +313% +231% +141. 5% # +143. 3%
5-years to

6—30—2003 + 95% + 55% + 40. 5% + 44. 3% (7.0%

3—years to

6—30—2003 + 12% + 10% + 23% + 8.6% (29. 2%

l-year to

6—30—2003 + 20% + 19% + 13.8% + 15.6% + 0.3%

* Model 1l is a balanced portfolio with a 50% fixed-incone wei ghting.

** Vanguard Total Stock Market Index (VTISMX) tracks the Wl shire 5000 Index.
# Activel/ Passive portfolio started March, 1997.

Mar keti mer currently holds the nunmber one ranking for stock market tining over the
past ten years in both Tinmer Digest and Hul bert Financial Digest.



BOB BRINKERSRECOMMENDED LIST OF NO-LOAD FUNDS

INV.” SIZE % Total Return $1000INV. EST.2 TEL. ANN.P PRICE
FUND OBJ. MILS$ 98 9 00 01 02 03 1-1-98= YD. SWCH EXP. 6-30-03
(6-30)
Baron Growth Fund G $1612 01 447 (46) 127 (123) 150 $1571 0.0% # 1.40% 30.94
767 Fifth Avenue BGRFX
49" Floor
New York, NY 10153
800-992-2766
www.baronfunds.com
Baron Small Cap Fund CGA $964 2.2 70.8 (175) 5.2 (9.7) 19.8 $1639 0.0% # 1.39% 16.02
767 Fifth Avenue BSCFX
49" Floor
New York, NY 10153
800-992-2766
www.baronfunds.com
Gabdli Asset Fund G $1710 159 285 (24) 0.2 (14.3) 115 $1392 0.0% Yes 1.37% 31.49
One Corporate Center GABAX
Rye, NY 10580
800-422-3554
www.gabelli.com
TIAA/CREF Equity Index Russel$ 241 (11.6) (215 125  --- 1.0% Yes 0.26% 7.01
730 Third Avenue 3000
New York, NY 10017 TCEIX
800-223-1200
www.tiaa-cref.org/mfs
TIAA/CREF Growth&Income G& | $ 569 305 245 (7.3) (134) (239) 9.7 $1089 1.0% Yes 0.43% 9.92
730 Third Avenue TIGIX

New York, NY 10017
800-223-1200
www.tiaa-cref.org/mfs

*  Investment Objective Codes: CGA = Capital Gains Aggressive; G = Growth; G&I = Growth & Income

a) Estimated annual yield represents approximate investment income for last 12-months expressed as percentage of fund assets.
b) Annual expense ratio reflects investment advisory fees and other expenses expressed as percentage of total fund assets.

# Telephone redemption available.



BOB BRINKERSRECOMMENDED LIST OF NO-LOAD FUNDS

INV." SIZE
FUND OBJ. MIL$
Dodge & Cox Stock G&l $18640
1 Sansome St. (35th FI.) DODGX
San Francisco,CA 94104
800-621-3979
www.dodgeandcox.com
Dodge & Cox Baanced G&l $9364
1 Sansome S. (35th F.) DODBX
San Francisco,CA 94104
800-621-3979
www.dodgeandcox.com
Vanguard Calvert Social Social $128
Index Fund I ndex
P.O. Box 2600 VCSIX
Valey Forge, Pa 19482
800-662-2739
www.vanguard.com
Schwab 1000 (R) G $ 2520
101 Montgomery St. SNXFX

San Francisco, CA 94101

800-266-5623
www.schwab.com/funds

Vanguard Balanced Index Fund G&| $ 3310

P.O. Box 2600

Valey Forge, Pa 19482
800-662-2739
www.vanguard.com

VBINX

Vanguard Index 500
P.O. Box 2600

Valley Forge, Pa 19482
800-662-2739

S&P  $63820

500
VFINX

R) 0.50% redemption fee on shares held less than six months.
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EST.® TEL. ANN.P PRICE

YD. SWCH EXP. 6-30-03
17% # 0.55% 96.30
31% # 0.53% 65.32
08% Yes 0.25% 6.59

11% Yes 0.46% 27.79
30% No 0.22% 16.89
15% No 0.18% 90.02

Marketimer iswritten and published monthly by Robert J. Brinker Investment Advisory Services, Limited. All rightsreserved. Although the information in this newdetter is based on sources which are believed to bereliable,
accuracy cannot be guaranteed. All opinions and estimates included herein congtitute our judgement as of this date and are subject to change. Thisreport isfor information purposes only. Marketimer employees may from

timeto timeinvest in securities mentioned herein. Copyright & 2003.



BOB BRINKERSRECOMMENDED LIST OF NO-LOAD FUNDS

INV.” SIZE % Total Return $1000INV. EST.2 TEL. ANN.P PRICE
FUND OBJ. MILS$ 98 9 00 01 02 03 1-198= YD. SWCH EXP. 6-30-03
(6-30)
Vanguard Index (x) Index $3116 83 36.2 (155) (9.2) (181) 17.3 $1087 1.1% No 0.25% 21.98
Extended Market Portfolio  vexmx
P.O. Box 2600
Valey Forge, Pa 19482
800-662-2739
Vanguard Index (X) Russell $ 3436 (26) 231 (27 31 (200 167 $1123 14% No 0.24% 18.27
Small Cap Stock Portfolio 2000
(address/phone above) NAESX
Vanguard Index Total Wilshire $ 18465 233 238 (10.6) (11.0) (21.0) 128 $1082 14% No 0.20% 22.49
Stock Market Portfolio 5000
(address/phone above) VTSMX
Vanguard International (2) Non $5325 169 263 (86) (189 (17.8) 9.0 $981 18% Yes 0.52% 13.25
Growth Portfolio USA
(address/phone above) VWIGX
Rowe Price European Europe $ 801 258 19.7 (6.7) (20.7) (18.7) 106 $1002 27% Yes 1.01% 14.25
100 East Pratt St PRESX
Baltimore, MD 21202 WWW troweprice.com
800-638-5660
Longleaf Partner’sInt’| Int'l  $1387 244 259 105 (165) 152 --- 1.1% # 1.79% 11.49
6410 Poplar Ave. Growth
Suite 900 LLINX
Memphis, TN 38119 www.longleafpartners.com
800-445-9469
Rydex OTC Fund CGA $527 86.5 100.6 (37.8) (34.7) (38.6) 214 $1123 0.0% Yes 1.08% 8.24

9601 Blackwell Road
Suite 500

Rockville, MD 20850
800-820-0888

RYOCX
www.rydexfunds.com

x) Vanguard Index Extended and Smal Cap funds charge purchase fees of 0.5% or lessto defray expenses of broad diversfication;
annua expense ratioson these funds are extraordinarily low.
z) Vanguard International Growth Fund charges aredemption fee of 2% on sales of shares held less than two months.

#) telephone redemption available




| NTEREST RATES / FI XED- | NCOVE | NVESTI NG

Mar ketimer’s fixed—+ncone recomendati ons have a current wei ghted average yield
of 4.0% a weighted average maturity of 6.5 years, and a wei ghted average duration
of 3.9 years. This duration suggests that a one percent increase in corresponding
interest rates would result in an estimated 3. 9% decline in net asset value. This
portfolio is designed for subscribers who invest all of their financial assets in
fi xed—ncome securities.

Aver age
Fund Wei ghti ng Yi el d Maturity Duration
Vanguard G nnie Mae Fund (800—-662—7447) (VFI I X) 35% 4.60% 2.1 1.8
Vanguard I nflation-Protected Securities (VIPSX) 25% 1.38% 12.4 6.9
Vanguard Hi gh-Yield Corporate (VWEHX) ** 15% 6.66% 6.5 4.5
Dodge & Cox | nconme Fund (800—621-3979) ( DODI X) 25% 4.20% 6.7 3.5

* plus inflation adjustnments based on the consumer price index paid quarterly; the
fund distributed $0.20 per share and traded ex—divi dend 6—20-903.

** Vanguard Hi gh—Yield Corporate has tenporarily closed to new investors. New sub-
scribers may substitute either TIAA—CREF High Yield Fund (7.97% current yield,

7.6 average maturity, 4.3 duration, 0.34% expense ratio), or Payden Hi gh |Incone
Fund (7.41% current yield, 6.8 average maturity, 4.3 duration, 0.52% expense

rati o). The fund symbols are TCHYX and PYHRX respectively.

Qur favorite approach to tax—exenpt investing is to purchase quality nunicipa
bonds such as state general obligations with maturities of ten years or |ess. These
bonds have date—eertain maturiti es which guarantee repaynent of principal if they
remai n sol vent. The Monday New York Tines financial section publishes weekly |istings
of upconi ng tax—exenpt new i ssue offerings.

ACTI VE | PASSI VE PORTFOLI O

The Marketimer active/passive portfolio remains fully invested with 90% of
assets in the Vanguard Total Stock Market Index, 5% in T. Rowe Price or Vanguard
Eur opean, and 5% in Vanguard International G owth. Updated performance figures for
this portfolio are included in this issue on page three.

I NDI VI DUAL | SSUES

Mar keti mer reconmends diversification of specific conmpany risk by limting ex-
posure to any one conpany stock to 4% or less of an equity portfolio. On March 11
we upgraded Mcrosoft to “buy” at a price of $23, and we upgraded Vodafone to “buy”
at a price of $17. We continue to rate these stocks, as well as the exchange—raded—
funds on our list, as attractive for purchase anytinme the Standard and Poor’s 500
I ndex trades bel ow the 810 | evel.

| ssue (Synbol) Beta Exchange 6-30 Close Estimted earnings per share
M crosoft (MSFT) 1.27 Nasdagq 25.64 1.04 (6-03) 1.07 (6-04)
Vodaf one (VOD) 1.10 NYSE 19. 65 1.28 (3-04) 1.42 (3-05)

S&P Dep. Receipts (SPY) 1.00 AMEX 97. 63 4.71 (2003) 5.20 (2004)
Total Market VIPERs (VTlI) 1.02 AMEX 92. 45 n/ a

DJI A Di anonds (DI A) 0.92 AMEX 89.91 4.97 (2003) 5.65 (2004)
Nasdag 100 | ndex (QQQ 1.67 AMEX 29. 95 n/ a

* Marketinmer estimates the 40 | argest profitable conpanies in the Nasdag 100 | ndex
trade at an average P/E ratio of 39.1 tinmes estimted 2003 operating earni ngs. These
conpani es conpri se about 74% of the Nasdaq 100 total nmarket capitalization.



MARKETIMER NO-LOAD MUTUAL FUND MODEL PORTFOLIOS

The Marketimer no-load model portfolios are designed to provide investors seeking aggressive, growth and balanced objectives with a
strategic approach to investing in no-load funds over the long-term.

Model Portfolio | is designed for investors with aggressive growth investment objectives. Such investors seek maximum returns and
arewilling and able to accept high levels of risk and volatility. Current incomeis not afactor in this portfolio.

Model Portfolio Il isdesigned for investors with long-term growth objectives. Such investors seek to enhance the value of capital
over time and assume areasonable level of diversified market risk. Current income is not an important factor.

Model Portfolio 111 is designed as a balanced portfolio for current investment income along with capital preservation and modest
growth. The portfolio isallocated evenly between equities and fixed-income securities. This portfolio is best suited to investors nearing or
aready enjoying aretirement lifestyle.

MARKETIMER MODEL PORTFOLIO | ($20,000 value on 1-1-88)
Current Holdings Symbol % Beta Vaue 6-30-03 % Change
Baron Growth BGRFX 15 0.82 $ 23,686
Baron Small Cap. BSCFX 10 0.84 16,020
T. Rowe Price European PRESX 05 0.78 8,011
Vanguard Int’l. Growth VWIGX 05 0.76 7,619
TIAA/CREF Equity Index TCEIX 15 1.00 23,148
Vanguard Total Stock Market VTSMX 25 0.98 38,750
Rydex OTC Fund RYOCX 25 201 39,234
100% 118 $ 156,468 + 682 %
MARKETIMER MODEL PORTFOLIO Il ($20,000 value on 1-1-88)
Current Holdings Symbol % Beta Vaue 6-30-03 % Change
Gabelli Asset Fund GABAX 15 0.78 $ 19,252
T. Rowe Price European PRESX 05 0.78 6,554
Dodge & Cox Stock Fund DODGX 10 0.70 12,711
Vanguard Int’l. Growth VWIGX 05 0.76 6,233
TIAA/CREF Equity Index TCEIX 15 1.00 18,937
Vanguard Total Stock M arket VTSMX 35 0.98 44,381
Rydex OTC Fund RYOCX 15 2.01 19.259
100% 1.06 $ 127,327 +537%
MARKETIMER MODEL PORTFOLIO Il ($40,000 value on 3-1-90)
Current Holdings Symbol % Beta Vaue 6-30-03 % Change
Dodge & Cox Income Fund DODIX 15 0.00 $ 18,778
Vanguard Inflation Protected Securities VIPSX 15 0.00 $ 18,847
Vanguard Ginnie Mae Fund VFIIX 20 0.00 25,110
Rowe Price European PRESX 025 0.78 3,965
Dodge & Cox Stock Fund DODGX 10 0.70 15,380
TIAA/CREF Growth & Income TIGIX 07.5 1.00 11,232
Vanguard Int’'l. Growth VWIGX 02.5 0.76 3,771
Vanguard Total Stock Market VTSMX 225 0.98 34,524
Rydex OTC Fund RYOCX 05 201 7,768
100% 0.50 $ 139,375 +248 %
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